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WHAT DO YOU SEE WHEN YOU LOOK AT
THIS PICTURE?

$$$ FROM WINE OF VINEYARS...

A BEAUTIFUL HOUSE IN HISTORIC CAPE DUTCH
STYLE, WITH AMBIENCE CREATED BY RURAL
SURROUNDINGS AND OAK TREES




INTRODUCTION AND ORIENTATION
Traditionally:
« Agricultural land regarded as production factor
 Land value strongly related to productive potential of land

e |ncome-based and measurable

Transition towards multifunctional rural environment:
 Income from land not only consideration

e Focus on alternative uses

« Lifestyle considerations (e.g. recreation, natural amenities)




INTRODUCTION AND ORIENTATION (CONT...)
Valuation 101

Market sales comparison approach for market value

Land valuations based on Highest and Best Use (HBU):

* Highest profit or satisfaction for “typical” buyer

e Characteristics of subject property guide decision of HBU
« Choice of HBU implies acceptance of set of relevant value
attributes

Subject property compared with farms with similar HBU
recently sold in area




RESEARCH PROBLEM

Presence of two competing users of agricultural land:

 Measurement problem (intangible, subjective, not income-
based, but satisfaction based)

 Valuations more complex, uncertain (different interpretations)

Market sales comparisons not accurately executed

Can effectiveness of choice of HBU for agr. land be increased?
Can valuations for lifestyle considerations as HBU be improved?




METHOD
Mixed method strategy

B —

Qualitative (case study) Quantitative (survey)
Exploratory, complex issues

Qualitative = differences between buyers and valuers;
identify “new” characteristics appealing to lifestyle buyers

Quantitative === confirmation of statistical significance of
“newly” identified considerations

Qualitative forms basis




METHOD: QUALITATIVE PHASE

Is there a difference in the interpretation of valu e
attributes between buyers and valuers?

What are characteristics that appeal to lifestyle b  uyers?

Case study:

» 16 “lifestyle” cases nationwide (12 in Western Cape)

« Cases chosen subjectively to maximise understanding

e Semi-structured personal interviews with all parties
» Text analysis of recorded interviews and valuation reports
with Atlas.ti




DISTRIBUTION OF CASE STUDIES INCLUDED IN QUALITATIV E ANALYSIS




RESULTS: QUALITATIVE PHASE

There is difference between interpretation of valuer and
lifestyle buyer

Valuers use familiar farming related value attributes in
valuation reports (measurable)

Awareness of lifestyle considerations during interviews
(satisfaction)

Buyers emphasise “beauty” of farms (intangible)




METHOD: QUANTITATIVE PHASE

|s there difference between characteristics as valu  ed by
lifestyle and farming oriented buyers?

Survey:.

e Questionnaire with approximately 50 items, including “new”
attributes (Scale of 1 to 10)

e Rank as lifestyle/ production oriented

« Administer to buyers of farms within intensive and extensive

area in WC identified from Deeds office data (Jan 05 — Oct 07)

e Determine how groups differ using ANOVA tests, logistic
regression analysis and factor analysis

STATISTICA software used




DISTRIBUTION OF RESPONDENTS INCLUDED IN QUANTITATIV E ANALYSES




RESULTS: QUANTITATIVE PHASE

Confirm differences between types of buyers

Differences between buyers (ANOVA):.

* Intensive: Location, Setting, Production potential,
Accommodation capacity, Natural scenery, Outdoor recreation
activities, water for recreation

« Extensive: Production potential, Soil quality, Potential to keep

game, lrrigation, Size of main residence, Fencing, Natural
scenery, View, Outdoor recreation activities

Certain characteristics important to all buyers (Water availability,
Private)
Demographics (main source of income, career)




RESULTS: QUANTITATIVE PHASE
Logistic regression (likelihood of buyer being life style or
production oriented):

* Intensive
Soil quality (production), View from property (lifestyle),
Permanent living rights for workers (production)

e Extensive

Size of main residence (lifestyle), Presence of irrigation
Infrastructure (production), Presence of natural scenery (lifestyle)

« Confirmed with factor analysis




RESULTS: WHAT IS A BEAUTIFUL VIEW?

Beautiful view (localised)

Intensive area: vineyards, mountains, rivers

Extensive area: natural veld, mountains, rivers, horizon

Natural scenery

Both areas: mountains, peace and quiet, openness and space,
fresh air




CONCLUSIONS AND RECOMMENDATIONS

Impact of lifestyle buyers substantial (66% int; 52% ext)
They think differently, are different to farmers

Valuation methodology: multiple perspectives (suspend
judgment)

ldentify value attributes associated with lifestyle buyers for
valuers to use as decision support tool (“check list”)

Practical content for “beauty”

Exploratory and no prices (valuers do practical measurement)

Small sample
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